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82p CoNGRESS SENATE Report 
2d Session No. 1586 


AMENDING THE FOREIGN SERVICE BUILDINGS ACT, 1926 


May 21 (legislative day, May 12), 1952.—Ordered to be printed 


Mr. Conna.ty, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


[To accompany H. R. 6661] 

The Committee on Foreign Relations to whom was referred the bill 
(H. R. 6661) to amend the Foreign Service Buildings Act of 1926, 
having considered the bill, report it favorably without amendment 
and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The bill amends the Foreign Service Buildings Act of 1926 by 
extending the authority of the Department of State to use foreign 
currency credits of the United States in order to continue the Depart- 
ment’s building program overseas, subject to annual appropriations 
and review by the Congress. The bill also makes minor legislative 
improvements, and perfecting amendments in the act of 1926, as 
amended. 


COMMITTEE ACTION 


H. R. 6661 was introduced in the House of Representatives on 
February 20, 1952, and was passed by the House on March 31, 1952. 
It was referred to the Committee on Foreign Relations on April 1, 
1952. The committee in executive session on May 13 heard Carl 
Humelsine, Deputy Under Secretary of State for Administration, and 
Leland W. King, Director, Foreign Buildings Operations, Department 
of State. Upon conclusion of the testimony the committee voted 
unanimously to report the bill favorably to the Senate without 
amendment. 

HOW THE BILL AMENDS THE ACT OF 1926 


Section 1, amending section 2 of the act of 1926.—Section 1 of H. R. 
6661 is a perfecting amendment, which writes the President’s Reorgan- 
ization Plan No. Il of 1939 into the Foreign Service Buildings Act of 
1926. 
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The act of 1926 created an independent Foreign Service Buildings 
Commission consisting of the Secretaries of State, Commerce, and 
Treasury and of the chairmen and ranking minority members of the 
Senate and House Committees on Foreign Relations and Foreign Af- 
fairs, respectively. This Commission was charged with the responsi- 
bility for considering, formulating, and approving the acquisition and 
use of sites and buildings for the United States Foreign Service. The 
Commission’s responsibilities also included the furnishing, alteration, 
and repair of buildings owned by the United States abroad used for 
the Foreign Service. The President’s Reorganization Plan No. II of 
1939 transferred the Commission to the Department of State and 
gave the Commission only advisory functions. All other functions 
connected with the building program were assigned to the Secretary 
of State to be by him delegated to such division, bureau, or office in 
the Department of State as the Secretary should determine. That is 
the situation today. 

Section 1 of this bill merely spells out in a new section the effect of 
this action of 1939 on the original act of 1926. 

Section 2, amending section 4 of the act of 1926.—Section 2 of the 


present bill deletes the sentence in the act of 1926, which reads: 

In the case of the buildings and grounds authorized by this Act, after the initial 
alteration, repairs and furnishings have been completed, subsequent expenditures 
for such purposes shall not be made out of the appropriations authorized by this 
Act 

This deletion will permit the expenditure of the authorized and appro- 
priated funds for continuing alterations, repairs, and furnishings. It 
seems reasonable to bring all such expenditures into one place in the 
interest of effective management, sound budgeting, and a correct 
over-all point of view. 

Section 3, ame nding section 6 of the aet of 1926.—Section 38 authorizes 
the Secretary of State to supervise, preserve, maintain, and operate 
Foreign Service properties in foreign countries. He is also permitted 
to insure Foreign Service properties in foreign countries, authority for 
which exists nowhere in law. He may rent and insure objects of.art 
and thus secure the use of such objects at a nominal rental with a 
resultant enhancement of the United States properties overseas. 
The section also permits the Secretary to secure competent professional 
services and technical a abroad in accordance with local 
authority, law, and custom. Finally the Secretary is authorized to 
make purchases for the Foreign Service buildings program ar 
regard to that provision in U nited States law (52 Stat. 441 (22 U 
295 A)) which requires him to purchase articles manufactured ‘i ‘ke 
United States. This seems reasonable since the purpose of the legisla- 
tion is to secure both materials and services abroad through maximum 
credit utilization. 

CHANGES IN EXISTING LAW 


This bill will amend the Foreign Service Buildings Act, 1926, as 
follows (roman type designates present language, italics show pro- 
posed additions, and black brackets indicate proposed deletions) 

ForEIGN Service Buritpinas Act, 1926 
(Public—No. 186—69th Cong.) 
* * ™ *K * x *~“ 


Src. 2. (a) There is hereby established a joint commission, to be known as 
the Foreign Service Buildings Commission, and to be composed of the Secretary 
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Senate, and the chairman and the rankin 


on Foreign Affairs of the House of Represent: 
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acquire the property by lease for a term sufficiently long, in the judgment of the 
Commission, to be practically equivalent to the acquisition of title.] 

Sec. 6. The authority gra ited to acquire siles and buildings by pur hase or other- 
WISE shall include authority to a q sire leaseholds of not less than ten years. 


+ * * * * * * 
FOREIGN SERVICE BI ILDINGS PROGRAM 


The Foreign Service buildings program is designed to accomplish 
the following: To provide permanent office space abroad for the 
Foreign Service and other agencies of the United States Government 
except in those instances where leasing arrangements are more advan- 
taveous: to assure & maximum degree of security at a minimum expense 
to the Government through consolidation of office facilities abroad ; 
to furnish Government owned and equipped residences for our 
ambassadors and ministers; to furnish Government owned and 
equipped residences for officers in charge of consular posts and for 
senior officers at the principal diplomatic missions, including attachés 
of the Department of Defense and other agencies; and to furnish 
Government-owned living quarters for American staffs or a sub- 
stantial part thereof at posts where special housing problems exist. 
The present bill contains a further objective, namely the maximum 
recovery of foreign credits abroad owed the United States Govern- 
ment. 

The Foreign Service Buildings Act of 1926 empowered the Secretary 
of State to arrange for sites and buildings abroad for our diplomatic 
and consular establishments and also for other Government agencies. 
Not to exceed $10,000,000 was authorized as a Foreign Service 
huildines fund to be appropriated to carry out the 1926 act. During 
the Second World War the program came to a virtual standstill, and 
prior to that time, due to the threat of war, most of the property 
acquisitions and the new construction had taken place in the Western 
Hemisphere. 

In 1946 the Congress authorized an appropriation to the Department 
of State of $15,000,000 in United States dollars and $110,000,000 in 
foreign credits to carry forward the building program. The total dol- 
lar funds used by the Department since 1926 now stands at $18,331,499 
of which only $1,500,000 has been appropriated since 1946. As against 
this. foreign currency credits spent for the Foreign Service building 
program W ‘Il amount to $108,450,000 by June 30, 1952. 

On June 30, 1951, as a result of this program the United States 
Government owned abroad 114 office buildings, 59 Embassy and lega- 
tion residences, 435 residence properties, and 375 apartment units. 
Housing has thus been provided for well over SOO officers and em- 
ployees including attachés of other acencies. it should be noted in 
this connection that the State Department is responsible for pro- 
viding housing and office space for its own personnel and that of de- 
partments accredited to foreign governments through the Embassy. 
This does not apply to the Mutual Security Administration, the Tech- 
nical Cooperation Administration, and NATO personnel whose hous- 
ing and office accommodations are handled on a reimbursable basis. 


WHAT THE BILL WILL COST USE OF FOREIGN CURRENCY CREDITS 


The committee notes that no new dollars are authorized under 
H. R. 6661. Anappropriation of $90,000,000 will be required only for 
purposes of reimbursing the Treasury asanoffset to the foreign currency 
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credits used. It is estimated that this amount will be spent over a 
period of from 5 to 10 years. 

The funds requested this year, as in the past several vears, are con- 
cerned exclusively with foreign currency credits. The amount 
requested under this amendment, the foreign currency credit equiva- 
lent of $90,000,000, may be compared with the present value of 
approximately three-quarters of a billion dollars outstanding in such 


credits. The use of these funds for real property assets represents a 
nonrecurring capital investment, with immediate and important 
savings in dollar rental costs. ‘The estimated gross rental savings 
from this program Lo date now exceed $5,000. 000 annually. Over 


98 percent of the investment producing these savings, since 1947, 
has been made from foreign currency credits. From a strictly com- 
mercial investment standpoint, this form of capital investment in 
buildings by the Government is especially attractive because of the 
comparatively low interest rates involved, the favorable amortization 
periods applicable to Government buildings and because of the general 
freedom from taxation accorded diplomatic and consular properties 
Since 1947, over $19,000,000 has been saved in dollar rentals and 
quarters allowances by Government-owners! 


‘ 


ip of property 
HOUSING AND OFFICE SITUATION ABROAD 


Shortages in housing and office space in virtually every city in the 
world are now at an all-time high. This situation is the result of the 
curtailment of new construction, except for short periods, over the 
38-year period from the beginning of World War | to the present time 
During this period population increases, war destruction, and heavy 
concentrations In metropolitan centers by population shifts and the 
housing of expellees and evacuees from certain areas have created 
critical shortages. During this same period there has also beet 
steady depreciation and obsolescence of existing buildings. Competi- 
tion for available quarters has inflated costs in many places far bi 
yond the means of the individual Foreign Service employee. In som: 
areas there is literally no alternative to the provision of minimum 
standard housing except through cost! 


or by construction, ; hese conditions have produced many othe 


v. oficial Government leases 
problems, the most serious of which are those of health, turn-over of 
personnel, ineffiei ‘nit and unrepresentative space, and very real 


security hazards. 
UNITED STATES FOREIGN CURRENCY CREDITS ABROAD 


With the end of fightin; 
presented itself in the form of postwal settlements of accounts with 


foreign governments, notably, lend-lease, sales of surplus property, 
| 


ifter World War If, an unusual opportunit\ 


war assets agreements, and agreements reached with the International 
Reparations Agency, credited to the United States. However, the 
opportunities represented in these settlements are not guaranteed to 
endure indefinitely. Dollar shortages and continued inflation abroad 
make it unlikely that most of these credits can be recovered unless 
used in the country of origin, and that reasonably soon. This may 
mean in effect that they could be lost to the United States. As of 
June 30, 1952, such credits will amount to $909,142,138. A substan- 
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tial amount, roughly some $50,000,000, was paid into the Treasury 
by the ECA as the unused portion of its 5 percent counterpart funds 
for administrative purposes. Already some of the local currency 
funds are being used for student exchange and similar purposes. 
H. R. 6661 will not have any adverse effect upon any of these activities, 


4 SOUND BUSINESS PROPOSITION 


H. R. 6661 appeals to the committee as a sound business propo- 
sition with many attractive aspects. It enables the Department of 
State to take steps to meet a serious housing situation abroad by 
means of an exceptionally favorable financing program. The utill- 
zation of the foreign currency credits in this way converts a frozen 
asset of doubtful value into capital-and-equipment assets of immedi- 
ate and lasting value. To the extent that foreign currency credits 
are devoted to the Foreign Service building program the depreciat- 
ing effects of inflation abroad on these assets is ended. The build- 
ings and sites acquired or constructed represent a nonrecurring capital 
nvestment, which always can be liquidated. The consolidation of 
offices in one building promotes efficiency, reduces overhead expenses, 
and helps immensely with the problem of security. Ownership of 
property by the United States Government provides tax exemption, 
which is no small item in the costs of operating Foreign Service estab- 
lishments abroad. Finally as already noted, the Department of 
State estimates that its program to date represents gross savings In 
terms of office space, and new allowances for both State and other 
departmental personnel abroad of we more than $5 million a year. 
Naturally this sum will increase as additional office and housing ac- 
commodations are provided 


CONCLUSION 


This bill will continue a program which has been in existence for 
26 vears, and which the expanded Foreign Service of the United States 


make 3 more than ever hecessary. Secure oflice space and reasonably 
adequate living quarters financed on a practical basis will promote 
th » effe ‘tiveness ol American sery ice abroad. The committee Is con- 


vinced that the bill will take advantage of a rare opportunity, and is 
DUSINeSS-LKe. 

fn mal ing its favorable recommendation the committee w ishes once 
wain to pom\t out that no new United States dollars will he required, 
Paper credits will be converted into real capital and tangible assets. 
lt cannot be too strongly emphasized that if the credits involved in 
these programs are pot promptly sages! either their value will 
diminish under inflationary pressures, or they may be lost to the 
United States. For Shesenenueh Seersandhitnen anes recommends 


that the Senate take prompt and favorable action on the bill. 
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